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Administrative Details 


The Wellcome Trust was created by the Will of the late Sir Henry Solomon Wellcome who died on 25 July 1936. 
After providing for certain bequests, the residue of the Estate was left for the following charitable purposes which 
are registered under the Charities Acts (Registration Number 210183) 


¢ The Research Undertaking Charity for the advance of medical research. 


¢ The Museum and Library Charity for the support of museums and libraries for the study of sciences allied to 
medicine or their history. 


The objects and powers of the Trust are set out in the Will as subsequently interpreted by the Courts. 


The Trust is based at 183 Euston Road, London NW1 2BE. The Trustee is The Wellcome Trust Limited, a 


company limited by guarantee, whose directors, known as Governors, are shown below. 


Board of Governors 


Sir Roger Gibbs (Chairman) 

Professor Julian Jack, BM, PhD, FRS (Deputy Chairman) 
Professor Sir David Weatherall, MD, FRCP, FRS 

Professor Roy Anderson, FRS 

Professor Christopher Edwards, MD, FRCP, FRCPEd, FRSEd 
Professor Sir John Gurdon, DPhil, FRS 

Sir David Cooksey 

Professor Sir Michael Rutter, CBE, MD, FRCP, FRCPsych, FRS 
Professor Martin Bobrow, CBE, FRCP, FRCPath 


Board of Management 


Dr Michael Dexter, DSc, FIBiol, FRCPath, HonFRCP, FRS (Director) (appointed 27 June 1998) 
Dame Bridget Ogilvie, DBE, ScD, FIBiol, FRCPath (Director) (retired 26 June 1998) 
Mrs Linda Arter (Director of Grants Administration) 

Dr Graham Fagg PhD (Head of Intellectual Property and Industrial Relations) 

Dr David Gordon, MA, MB, FRCP (Programme Director) 

Ms Dianne Hayter (Director of Corporate Affairs) 

Mr Simon B Howell, BSc, ACA (Director of Finance) (resigned 28 February 1998 ) 
Dr Robert E Howells, PhD, DSc, FIBiol (Programme Director) 

Mr Ian Macgregor, FCA, FRSA (Chief Investment Officer) 

Mr Peter McNelly, FCA, FCT (Director of Finance) (appointed 1 March 1998) 

Mr Graham Meredith (Director of Personnel and Services) 

Dr Michael J Morgan, PhD (Programme Director) 

Dr Laurence H Smaje, MB, PhD, FIBiol (Programme Director) 


All of the above have been in place throughout the year unless otherwise stated. 
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Principal Advisers. 


Bankers 


Midland Bank plc 


Auditors 


PricewaterhouseCoopers 


Solicitors 


Cameron McKenna 
Testa, Hurwitz & Thibeault 


Global Custodian Bank 
State Street Bank and Trust Company 


Investment managers 


Alex Brown Investment Management LP 

Barclays Global Investors Limited 

Capital International Limited 

Foreign and Colonial Emerging Markets Limited 
Guinness Flight Hambro Investment Management Limited 
Henderson Investors Limited 

Jardine Fleming Investment Management Limited 
JP Morgan Investment Management Inc. 

M&G Investment Management Limited 

Mercury Asset Management plc 

Morgan Grenfell Investment Management Limited 
Morgan Stanley Asset Management Inc. 

Newton Investment Management Limited 

Phillips and Drew Limited 

Robert Fleming & Co Limited 

Schroder Investment Management Limited 
Scudder Kemper Investments Inc. 


Other investment advisers 


Cambridge Associates Inc. 
Healey & Baker 

Cluttons Daniel Smith 
Bidwells 
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Chairman's Statement 


The most notable event to take place at the Wellcome Trust 
over the past year has been the change of Director. Dame 
Bridget Ogilvie, who was the Trust's Director for almost seven 
years, retired this summer. In 1979 Dame Bridget joined the 
Trust from the Medical Research Council's National Institute 
for Medical Research and over the next nineteen years made a 
major contribution to the Trust's affairs. This was particularly 
so when she was its Director, leading the Trust through a long 
period of rapid expansion. We are most grateful to Dame 
Bridget for everything she has done for the Wellcome Trust, 
and indeed medical research as a whole. We all wish her 
much happiness and continued success in the years ahead as 


she pursues her many other interests. 


Our new Director, Dr Michael Dexter, joined the Wellcome 
Trust on the 1st March and succeeded Dame Bridget at the 
end of June. Dr Dexter is an outstanding haematologist who 
has spent most of his career with the Paterson Institute in 
Manchester. We are delighted with this appointment. 


For some time past I have been able to report, each year, on 
good progress in both the financial and scientific areas of the 
Trust. Although the year ended 30th September 1998 has 
been as interesting and as innovative as any, with some most 
important decisions being made and implemented on the 
scientific side, as regards the Trust's finances it is best 


described as one of consolidation. 


In October 1997, the first month of the year under review, 
there was a sharp, albeit temporary, setback in world 
stockmarkets, due to the ‘Asian Crisis. In the following 
months, stockmarkets moved ahead steadily, reaching a new 
all time high in the second half of July. In the next two and a 
half months, the UK, German and US equity markets fell by 
an average of some 25% - a setback approaching that of the 
‘crash’ of the autumn of 1987. Due in no small part to the 
shrewd handling of the situation by leading central banks, 
particularly the Federal Reserve in the United States and the 
Bank of England here, markets not only stabilised but then 
rapidly regained much of the lost ground. 


The Trust’s investment assets, at our year end, were valued at 
£10.2 billion against £10.4 billion last year. However, the 
performance of the quoted equity portfolio was some two and 
three quarter percent better than the median return of all the 
pension funds within the indices published by CAPS and the 
WM Company - two of the most widely used performance 
measurement houses. 


Sir Roger Gibbs with the new Director, Dr Michael Dexter 


The Trust continues, through its well diversified portfolio, to 
pursue a policy of seeking a good overall return over the long 
term while at all times carefully considering the risks involved. 
This policy includes investing some of the Trust's assets, 
primarily for long term capital gain rather than to maximise 
short term income. The Trust's income also continues to be 
adversely affected by the changes in taxation introduced by 
the Chancellor of the Exchequer in his budget of July 1997, 
referred to in my statement last year. As a result, the Trust's 
income for the past twelve months is again lower, at 

£283 million, compared with £305 million last year. 
However, we expect that the investment portfolio will, over 
the foreseeable future, allow the Trust to maintain its current 
planned funding programme while, at the same time, 


allowing for some further expansion in priority areas. 


As before, all aspects of our support for research are covered in 
the Trust's Annual Record which will be published in Spring 
1999. However, I would like to highlight here the progress 
that continues to be made at the Trust's Genome Campus at 
Hinxton, near Cambridge, and the joint ventures we have 
recently initiated with the Government. 


The Trust’s Human Genome enterprise at Hinxton is part of 
an international project to sequence all three billion bases of 
the human genome. It will create the definitive database that 
will be invaluable to scientists, enabling them to identify 
human genes and provide information that can be used to 
develop new diagnostics and therapeutics to diagnose, 
prevent, treat or cure disease. In view of the great importance 


of this undertaking to the United Kingdom, the Trust is 
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supporting the sequencing of at least one third of the human 
genome at the Sanger Centre at Hinxton, under the direction 


of Dr John Sulston. The sequencing programme is only the 
first step in a process that may well involve much of the 
science base. To reach our goal of capitalising fully on this 
information, a close interaction of all scientific disciplines will 
be required, perhaps on a scale not seen before. If this is to 
take place in the United Kingdom we will need a university 
system that has the infrastructure to meet present and future 
demands and that allows this country to compete effectively 
on the extremely competitive international stage. 


It is all too apparent that research conditions in our 
universities now fall well short of what is required - in general, 
the facilities are poor and some of the equipment out of date. 
Because of this situation, we approached the Government 
with a view to establishing a joint fund to improve university 
infrastructure. As part of this process, we sought reassurance 
from the Government that it was committed to supporting 
the UK science base by maintaining the dual support system 
and increasing the budget allocation to the higher education 
funding councils and to the Office of Science and 
Technology. Following extensive discussions, we received the 
necessary assurance from the Government that, if the Trust 
provided £300 million, the Government would match this 
figure with additional funds that would not otherwise have 
been available. We were delighted to announce jointly with 
the Government the creation of a £600 million Joint 
Infrastructure Fund in July. This has given a real boost to 
scientific research in the UK. 


At the same time it was also announced that the Wellcome 
Trust would contribute £110 million towards a new 
Synchrotron, a high intensity X-Ray machine that can 
determine the physical structure of the small molecules that 
make up living material. Only by understanding the 
structure of these molecules will the ‘jigsaw of life’ be pieced 
together and so enable the development of more effective 


medicines for the treatment of disease. 


However, the Joint Infrastructure Fund is not the only 
partnership that the Trust has established with the 
Government. The Gatsby Charitable Foundation joined the 
Wellcome Trust in undertaking to contribute a total of 

£20 million to support the under-resourced interface between 
basic research and marketable products. The Government's 
guarantee to match this figure, along with an expected 
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contribution from the universities, has resulted in a £50 
million “University Challenge Seed Fund’ that provides our 
universities with a unique opportunity to fill this ‘resource 
gap’ and ensures that the necessary enabling work is carried 
out to allow the adequate development of healthcare 
products. 


I would like to stress that the Trust’s commitment to the Joint 
Infrastructure Fund, the University Challenge Fund and the 
Synchrotron, represents additional money and will not 
constrain our more conventional funding streams. Indeed, 
the already large volume of work on the overall grant giving 
side of the Wellcome Trust continues to grow. This places an 
ever increasing burden on our staff and we would like to 
thank them as well as all the members of our Panels and the 
many Referees who willingly give so much of their valuable 
time to advising the Wellcome Trust. 


In January we were very sad to learn of the deaths of Professor 
Henry Barcroft, at the age of 93, and Professor Robert 
Thompson, aged 85. Henry Barcroft was a Trustee of the 
Wellcome Trust from 1966 to 1975 and Robert Thompson 
from 1963 to 1982. They were both eminent scientists and 
each made telling contributions to the work of the Trust. 
They also continued to take the greatest interest in the Trust's 
affairs throughout their retirement. Henry Barcroft and 
Robert Thompson were the most kind, thoughtful and caring 
of individuals - we will miss them both very much. 


Only one month later, Dr George Hitchings, the Nobel 
Laureate who made such a vital contribution to the success of 
the Burroughs Wellcome Company in the United States, died 
at the age of 93. George Hitchings was a truly remarkable 
man and his extraordinary ability to create a series of 
important and highly marketable drugs was of enormous 
benefit to Burroughs Wellcome and through it the Wellcome 
Trust. He will be long remembered as a particularly good 
friend of the Trust but also as an outstanding leader of 
medical research. 


Each year seems to be as active as any previous one, if not 
more so. The Governors are therefore very grateful to 

Dr Michael Dexter, and Dame Bridget Ogilvie before him, 
and all the Trust's dedicated and enthusiastic staff for the 
major part they have again played in the Trust's wide variety 
of activities. 


Sir Roger Gibbs 9 December 1998 


for the year to 30 September 1998 


Objects and policy 


The objects of the Wellcome Trust are to support 
research for the benefit of humankind in the 
biomedical sciences and in the history of medicine. 
The Trust supports the research work of academic staff 
in universities, medical and veterinary schools and 
other institutions of higher education. Medical 
research funded ranges from the related basic sciences 
to the clinical aspects and also veterinary medicine. 


The Trust aims to support and maintain the strength 
of biomedical and historical research by providing 
individual researchers of the highest quality with the 
resources they need to pursue their subjects. In recent 
years, the Trust has made a firm commitment to 
increase its longer-term support for research and has 
redefined its policy of personal support for individuals 
through a fellowship scheme which spans every stage 
of their careers. 


The Governors review their policy regularly taking into 
account proposals from the Trust's advisory panels and 
professional staff. At these reviews the Governors 
decide how much will be available to each subject and 
policy area during the following year. In addition, the 
Governors meet monthly to implement policy and to 
consider special cases. 


Support is provided in these general categories 


¢ Short-term awards and longer-term project and 
programme grants, usually for up to five years. 


Research training and career development; support 
is provided for individuals at all stages of their 


careers. 


Funds for travel abroad for collaborative research, 
meetings and symposia. 


Awards for equipment. 


Capital grants for buildings. 


In addition to biomedical research, the Trust 
undertakes activities and funds research into the 
history of medicine, the social and ethical implications 
of medical advances, and the furtherance of the public 


understanding of science. The Trust's Library and 
Information Service provides access to resources which 
support its activities in the above fields. 


Through its Policy Research in Science and Medicine 
unit PRISM’), the Trust seeks to improve policy 
making in biomedical science by systematic research 
into the most effective means of funding. 


Governance 


The Trustee of the Wellcome Trust is The Wellcome 
Trust Limited, a company limited by guarantee, whose 
directors are known as Governors. After wide 
consultation, new Governors are appointed by the 
incumbent Governors. 


The Trustee prepares financial statements for each 
financial year to give a true and fair view of the state of 
affairs, and of the incoming resources and application 
of resources in that period, both of the Trust and its 
subsidiaries (the “Group’). In preparing those financial 
statements, the Trustee 


* selects suitable accounting policies and applies them 
consistently; 


¢ makes judgements and estimates that are reasonable 
and prudent; 


states whether applicable accounting standards have 
been followed, subject to any material departures 
disclosed and explained in the financial statements; 
and 


prepares the financial statements on the going 
concern basis. 


The Trustee is responsible for keeping proper 
accounting records which disclose, with reasonable 
accuracy, at any time, the financial position of the 
‘Trust and enable the Trustee to ensure that the 
financial statements comply with the Charities Acts. 
The Trustee is also responsible for safeguarding the 
assets of the Trust and hence for taking reasonable 
steps for the prevention and detection of fraud and 
other irregularities. 
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In carrying out the Trust’s main charitable object of 


supporting biomedical research, the Board of 
Governors has a well established system of expert 
Panels and Interest Groups to decide on which 
applications to fund and to advise them on policy 
issues in various fields. Applicants must complete a 
formal application which is then sent to reviewers who 
provide a written report for assessment by committees 
consisting of experts in the particular field. 


Support for the history of medicine is managed via the 
History of Medicine grants programmes - through an 
advisory panel which makes recommendations on 
awards and on funding the four History of Medicine 
Units outside London, at the Universities of East 
Anglia, Glasgow, Manchester and Oxford. In 
addition, a Library Advisory Committee advises on the 
management of the Trust's History of Medicine 
Library. A further Panel makes awards in bioethics 
and the public understanding of science. These three 
advisory panels report to the Medicine, Society and 
History Committee which is appointed by the Board 
of Governors. 


There are four further committees of the Board of 
Governors with the following responsibilities: the 
Audit Committee, comprised of two external members 
and one Governor, to oversee the adequacy of the 
systems of internal control and to ensure that the Trust 
complies with relevant statutory and other regulations; 
the Finance Committee, for all financial issues, other 
than those delegated to the Audit Committee; the 
Investment Committee, for matters relating to the 
Trust's investments; and the Estates Committee, for 
the Trust's investment property portfolio, including the 
South Kensington Estate. Details of the membership 
of these committees are given on page 36. 


Full details of the membership of the other Panels, 
Interest Groups and Committees are published in 
The Wellcome Trust Annual Record, which is freely 
available on request or on the Trust's website. 


When a Governor has a material interest in any grant, 
investment or other matter being considered by the 
Trust, that Governor does not participate in the Trust's 
decision on that grant or other matter. In particular 
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where a Governor is a member of a university 
department to which a grant would be made, this is 
considered to be a material interest. 


Review of activities 


Although some of the following activities have been 
referred to in the Chairman's Statement it seems 
appropriate to elaborate on them here. 


In October 1997, the Princess Royal formally opened 
the Wellcome Trust Genome Campus at Hinxton near 
Cambridge. Her Royal Highness unveiled a specially 
commissioned stained glass window and met many of 
the scientists and staff. Since then, the Trust has 
agreed to provide additional funds to accelerate the 
work at Hinxton on sequencing the human genome, 
which is being undertaken as part of a worldwide 
collaboration to map the entire human genome. This 
is a major and exciting investment in the future of 
biomedical science and brings closer the possibility of 
important therapies. 


During the year, the Beowulf Genomics project was set 
up within the Trust to manage the funding of the 
sequencing of the genomes of the micro-organisms 
causing some of the world’s worst infectious diseases, 
including whooping cough and bubonic plague. A 
total of £7 million has been allocated for this work. 


A non-charitable subsidiary, Catalyst BioMedica 
Limited, was incorporated in October 1997 but had 
not commenced trading by the end of this financial 
year. This company will collaborate with Trust funded 
scientists to protect promising intellectual property; 
and to help take scientific discoveries through to the 
market place, by funding further development or 
attracting venture capital. 


In collaboration with the Government through the 
Office of Science and Technology, and the Gatsby 
Charitable Foundation, the Trust launched a 
‘University Challenge Seed Fund’, to award 
approximately £50 million to universities on 
assessment of competitive bids. This aims to unlock 
the commercial potential and innovation of British 
universities by enabling them to take research projects 
from the laboratory to the market place. 


for the year to 30 September 1998 (continued) 


Two major initiatives will boost science through the 
provision of an improved research environment. First, 
the Clinical Research Facilities awards, totalling up to 
£22 million, will enable five specialist research centres 
with in-patient and out-patient wards to be built by 
hospital trusts in partnership with a university. The 
cost of servicing the wards will be met by NHS 
Research and Development funds. Secondly, the 
£600 million Joint Infrastructure Fund, supported 
equally by the Trust and the Government through the 
Office of Science and Technology, will allow UK 
universities to upgrade their scientific research 
laboratories and major equipment. Awards will be 
made on the basis of scientific excellence, thus 
contributing to improving the scientific base of the 
country. Although the expenditure on these initiatives 
will be incurred in the coming years, the groundwork 
and planning took place in the year ended 

30 September 1998. 


This joint infrastructure initiative is in addition to the - 


Trust's 3,000 on-going scientific grants and career 
awards, which are supporting the salaries of some 
3,300 researchers. £230.1 million worth of such 
awards were made in 1997/98. PRISM, the Trust's 
research and science policy unit, continues to monitor 
and evaluate Trust funded schemes, and during the 
year it published ‘Mapping the Landscape’, a study of 


biomedical research publications. 


On the international front, the Trust was nominated as 
the co-ordinating agency for the ground-breaking 
Multilateral Initiative on Malaria (MIM) which 
provides a forum for communication and action by 
the world's research funders and malaria scientists. 
One of several activities developed under MIM is a 
major malaria conference to be held in South Africa in 
1999. This will bring together scientists, health 
professionals and control programme workers. The 
Trust also hosted a joint meeting with the US based 
Burroughs Wellcome Fund in Vietnam, when plans 
were agreed for joint work on infectious diseases in 
developing countries. The Population Studies Panel's 
first research centre, in Durban, South Africa, was 
launched whilst the other Trust Centres, in Thailand 
and Africa, continued to produce high level research in 
major areas of need. Drawing on the tropical 


medicine resources, built up over many years, the 
Trust's first training CD Roms on tropical medicine 
were launched by the Under Secretary in the 
Department of Health. 


A new division of the Trust, Medicine, Society and 
History, was created by merging the Wellcome 
Institute for the History of Medicine and the 
Wellcome Centre for Medical Science. This new 
division, as well as continuing to promote the public 
understanding of science and support research into the 
history of medicine, is also funding research and 
activities in the field of social and ethical implications 
of medical advances. This includes on-going work on 
the Wellcome Wing at the Science Museum as well as 
new grants to regional science centres to be opened in 
the year 2000. Research on the history of medicine 
continues alongside the development of the Trust’s 
renowned History of Medicine Library and related 
collections. 


To meet the need for additional space, brought about 
as a result of the growth in grant giving together with 
other activities, the Trust has bought a property close 
to the Wellcome Building in the Euston Road. The 
existing building will be demolished and a new 
building erected to meet the Trust's future needs. 


Financial Review 


The consolidated annual audited accounts of the Trust 
for the year ended 30 September 1998 are set out on 
pages 12 to 35 of this report. The Group is comprised 
of the Wellcome Trust and its subsidiaries, Genome 
Research Limited ('GRL') and Hinxton Hall Limited 
(HHL). Details of the subsidiaries are given in 

note 19. 


As set out in note 1(d), there has been a change in 
accounting policy in respect of grants made to 
subsidiary companies. The effect of this change in 
policy is to recognise grants made to subsidiary 
companies as relevant expenditure is incurred and to 
exclude from liabilities provisions for future years’ 
expenditure. There is no impact on the consolidated 
financial statements but the effect on the Trust's 
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financial statements is to increase grants committed 
during the year by £13.6 million (1997: £11.5 million) 
and to increase the value of the Capital Fund at 1 
October 1997 by £77.6 million (1 October 1996: 
£89.2 million), 
adjustment (note 18). 


which is shown as a prior year 


In addition, there has been a change in the 
presentation of cash balances, debtors and creditors 
arising as part of the investment portfolio. These 
balances have now been grouped together as part of 
investment assets on the balance sheet, and are 
analysed in note 13(d) under the heading of ‘other 
investment balances’. The effect is to increase 
investment assets by £444.5 million (1997: £347.3 
million) and decrease net current assets by the same 
amount. This revised presentation is considered to 
give a more meaningful analysis, as these balances are 
managed as part of the investment portfolio and are 
integral to it. The treatment is consistent with 
recommended accounting practice for pension funds, 
whose investing activities are similar to the Trust’. 


The assets of the Trust are invested by the Trustee, after 
taking relevant professional advice, to achieve a good 
return over the long term and an appropriate balance 
between capital growth and income, bearing in mind 
the need to control risk while seeking long-term 
rewards. All investments are made in accordance with 
the powers of the Trust. Details of the Trust’s 
investment portfolio, which is widely spread over a 
considerable number of geographical areas and sectors 
and comprises equities, fixed interest securities, and 
venture capital funds in addition to real property 
holdings, are given in note 13. 


The value of the investment assets of the Trust at 

30 September 1998 amounted to £10.2 billion. This 
compares with a figure of £10.4 billion at 

30 September 1997. The Chairman has already 
referred to the turbulence in the world’s stock markets. 
This volatility has impacted the value of the Trust's 
investment portfolio during the year. The Trust's 
investment asset values for the past 10 years are shown 


in figure 1. 


As already mentioned in this report, major new 
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initiatives have been announced running over the 
coming three years. This expenditure, together with 
the normal level of expenditure committed by the 
‘Trust each year, will be funded from the Trust's income 
and, when necessary, from its substantial capital base. 


Figure 1 


140 | Investment assets last 


10.0 | 


Income for the year ended 30 September 1998, at 


8.0 


£289.0 million, is down from the previous year's figure 
of £312.1 million. Whilst, in part, the result of the 
Trust's policy of investing for total return, the changes 
in the tax rules on the recovery of tax credits has also 
impacted, Whilst the Trust, as a charity, was still able 
to recover tax credits during the year, payments of tax 
credits to pension schemes and companies ceased from 
2 July 1997. This has encouraged some companies, 
including Glaxo Wellcome, to pay foreign income 
dividends on which there are no tax credits, thereby, 
indirectly, reducing the Trust's income. From 

April 1999, the amount recoverable by charities in 
respect of tax credits on ordinary dividends will be 
reduced (initially to 21% from 25% of the dividend, 
but falling eventually to nil from April 2004) which 


will further depress income in years to come. 


Figure 2 
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for the year to 30 September 1998 (continued) 


The level of income has not affected the Trust's policy 
on total expenditure as can be seen by the continuing 
level of ongoing support for scientific research as well 


as the additional funds that the Trust is making 


available for the new projects referred to earlier. 


The Group's income for the past ten years is shown in 


figure 2. 


In the year to 30 September 1998, grant expenditure 
approved for the support of biomedical science 
amounted to £223.5 million compared with 

£238.9 million in the previous year. Grant 
expenditure approved for the benefit of the history of 
medicine and the public understanding of science was 
£6.6 million compared with £6.0 million last year. 
Figure 3 shows grants committed over the past ten 
years. 


Figure 3 
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The 1993 figure excludes an exceptional grant amounting 


to £257 million made to the Burroughs Wellcome Fund 
in the United States. 


Year 2000 


In June 1997, the Trust formed a working party to 
address the problems that may arise from computers 
and other electronic equipment failing to recognise or 
process correctly dates from the beginning of the 

year 2000. 


Since then progress has been made in reviewing 
computers, software and electronic equipment used at 
all the Trust offices. Where problems have been 


identified, hardware and software have been or are 
being upgraded. In addition, the Trust has sought 
assurances from its principal suppliers and those the 
Trust funds that they are also taking steps to achieve 
year 2000 compliant systems. 


The issue is complex and, while no business can 
guarantee that there will be no year 2000 problems, 
the Trustee believes that the plan and the resources 
allocated are appropriate and adequate to address 
the issue. 


Economic and Monetary Union 


Most financial markets across the world are likely to be 
affected directly or indirectly following the 
introduction of Economic and Monetary Union 
(EMU) within Europe on 1 January 1999. The Trust 
is actively involved in discussions with its fund 
managers and global custodian to address these issues. 
Although the UK will not be joining EMU in the first 
wave, the Trust continues to review all of its financial 
systems to ensure that it is prepared, if and when the 
UK decides to enter EMU. 


It is not possible at present to estimate the costs of 
preparing for the year 2000 or EMU and these costs 
are unlikely to be separately identifiable from the 
normal on-going costs of upgrading the Trust's 
systems. Any such costs will be written off in the 
period when they are incurred. 


Auditors 


Following an audit tender process in November 1997, 
Binder Hamlyn resigned as auditors and the Board of 
Governors appointed Coopers & Lybrand to fill the 
vacancy. On 1 July 1998, Coopers & Lybrand merged 
with Price Waterhouse and the appointment of the 
new firm PricewaterhouseCoopers was confirmed by 
the Board of Governors. 


The Wellcome Trust Annual Report and Accounts 1998 


to the Trustee of The Wellcome Trust 


We have audited the financial statements on pages 12 
to 35, which have been prepared under the historical 
cost convention as modified by the revaluation of 
certain investment assets and the accounting policies 
set out on pages 17 and 18. 


Respective responsibilities of the Trustee 
and auditors 


As described in the Trustee’s Report on page 6, you are 
responsible as Trustee for the preparation of the 
financial statements. It is our responsibility to form an 
independent opinion, based on our audit, on those 
statements and to report our opinion to you. 


Basis of opinion 


We conducted our audit in accordance with Auditing 
Standards issued by the Auditing Practices Board. An 
audit includes an examination, on a test basis, of 
evidence relevant to the amounts and disclosures in the 
financial statements. It also includes an assessment of 
the significant estimates and judgements made by the 
Trustee in the preparation of the financial statements, 
and whether the accounting policies are appropriate to 
the charity's circumstances, consistently applied and 
adequately disclosed. 


PricewaterhouseCoopers 
Chartered Accountants and Registered Auditors 


London 
9 December 1998 
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We planned and performed our audit so as to obtain 
all the information and explanations which we 
considered necessary in order to provide us with 
sufficient evidence to give reasonable assurance that the 
financial statements are free from material 
misstatement, whether caused by fraud or other 
irregularity or error. In forming our opinion we also 
evaluated the overall adequacy of the presentation of 
information in the financial statements. 


Opinion 


In our opinion the financial statements give a true and 
fair view of the state of affairs of the charity and the 
group at 30 September 1998 and of the incoming 
resources and application of resources of the charity 
and the group and of the cashflows of the group for 
the year then ended and comply with the requirements 
of Regulation 3 of The Charities (Accounts and 
Reports) Regulations 1995. 


Incoming resources 
Dividends and interest 
Rental income 


Grants receivable 
Other income 


Total incoming resources 
Resources expended 

Direct charitable expenditure 
Grants committed during the year 


Direct activities 
Support costs 


Other expenditure 
Investment costs 
Administration costs 


Total resources expended 


Net (outgoing)/incoming resources 


before gains and transfers 

(Losses)/gains on investments 

Quoted investments 

Unquoted investments 

Investment properties 

Currency exchange losses 

Net (outgoing)/incoming resources before transfers 
Transfers between funds 

Net movement in Capital Fund 


Capital Fund at 1 October 


Capital Fund at 30 September 


Note Capital Distribution 
Fund Fund 
1998 1998 1997 
£m £m £m 
D 258.5 280.9 
3 Dia, 23.3 
4(a) 4.8 6.9 
2.0 1.0 
289.0 312.1 
4(b) DINGS) BINS) 
5 24.5 24.0 
6 31.8 24.4 
268.6 v7, We) 
i 19D, 537, 
8 3.0 2.1 
290.8 288.1 
(1.8) 24.0 
13(a) (216.9) 1,758.4 
13(b) 36.0 10.1 
13(c) 37.0 DAL 
(143.9) 1,890.2 
(0.3) (0.6) 
(144.2) (1.8) 1,913.6 
1(f) (1.8) 1.8 : 
(146.0) 2 1,913.6 
10,051.2 2 8,137.6 
9,905.2 > 10,051.2 


There are no other gains or losses apart from those recognised above. 


All income is derived from continuing activities. 
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as at 30 September 1998 


Note 1998 1997 

£m £m 

Tangible fixed assets 12 180.7 162.5 
Investment assets 

Quoted investments 13(a) 8,592.6 9,159.0 

Unquoted investments 13(b) 259.0 124.4 

Investment properties 13(c) (pare) 645.0 

Other investment balances 13(d) 669.7 427.3 


10,243.5 10,355.7 


Current assets 


Debtors 14 8.7 12.8 
Term deposits and cash 49.7 Toe 

58.4 86.0 
Less: Creditors falling due within one year 15 288.5 263.7 
Net current liabilities (230.1) (177.7) 
Total assets less current liabilities 10,194.1 10,340.5 
Less: Creditors falling due after one year 16 288.9 289.3 
Net assets 9,905.2 10,051.2 
Capital Fund at 30 September 9,905.2 10,051.2 


The Annual Report and Accounts were approved by The Wellcome Trust Limited, as Trustee, on 9 December 1998 
and signed on its behalf by 


Sir Roger Gibbs Professor Julian Jack 
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(excluding subsidiary companies) for the year to 30 September 1998 


Note Capital Distribution 
Fund Fund 1997 
1998 1998 As restated 
£m £m £m 
Incoming resources 
Investment income 
Dividends and interest 2) 258.5 280.9 
Rental income 3 2377 MENS: 
Other income 0.7 0.6 
Total incoming resources 282.9 304.8 
Resources expended 
Direct charitable expenditure 
Grants committed during the year 4(b) 230.1 244.9 
Direct activities 5 6.8 6.9 
Support costs 6 26.6 20.4 
263.5 D2) 

Other expenditure 
Investment costs a I) Sei 
Administration costs 8 3.0 Dal 
Total resources expended 285.7 290.0 
Net (outgoing)/incoming resources arising before 
gains and transfers (2.8) 14.8 
(Losses)/gains on investments 
Quoted investments 13(a) (216.9) 1,758.4 
Unquoted investments 13(b) 36.0 10.1 
Investment properties 13(c) 37.0 IQ. 

(143.9) 1,890.2 
Currency exchange losses (0.3) (0.6) 
Net (outgoing)/incoming resources before transfers (144.2) (2.8) 1,904.4 
Transfers between funds 1(f) (2.8) 2.8 - 
Net movement in Capital Fund (147.0) 1,904.4 
Capital Fund at 1 October as originally stated 9911-5 - WEEDS: 
Prior year adjustment 18 TI& - 89.2 
Capital Fund at 1 October as restated 9,989.1 = 8,084.7 
Capital Fund at 30 September 9,842.1 - 9,989.1 


There are no other gains or losses apart from those recognised above. 


All income is derived from continuing activities. 
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co 
( 


sheet of the Trust 


(excluding subsidiary companies) 


for the year to 30 September 1998 


Note 1998 1997 

As restated 

£m £m 

Tangible fixed assets 12 U7. 100.1 
Investment assets 

Quoted investments 13(a) 8,592.6 9,159.0 

Unquoted investments 13(b) 259.0 124.4 

Investment properties 13(c) TOBE 645.0 

Other investment balances 13(d) 669.7 427.3 


10,243.5 10,355.7 


Current assets 


Debtors 14 7.6 127 
Term deposits and cash 47.3 69.6 

54.9 82.3 
Less: Creditors falling due within one year 15 285.1 259.7 
Net current liabilities (230.2) (177.4) 
Total assets less current liabilities 10,131.0 10,278.4 
Less: Creditors falling due after one year 16 288.9 289.3 
Net assets 9,842.1 9,989.1 
Capital Fund at 30 September 9,842.1 9,989.1 


The Annual Report and Accounts were approved by The Wellcome Trust Limited, as Trustee, on 9 December 1998 
and signed on its behalf by 


Sir Roger Gibbs Professor Julian Jack 
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Consolidated Cash Flow Statem 


for the year to 30 September 1998 


Note 1998 1997 
£m £m 

Net cash inflow from operating activities 20(a) 33:0 44.4 
Capital expenditure and financial investment 
Proceeds from sales of investments 20(b) 4,854.5 3,990.0 
Purchases of investments 20(b) (4,715.4) (4,165.5) 
Purchases of tangible fixed assets 12 (22.9) (9.9) 
Proceeds from sale of tangible fixed assets 1.4 = 
Net cash inflow on consolidation of subsidiaries = all 
Net cash inflow/(outflow) from capital expenditure and 
financial investment 117.6 (184.3) 
Management of liquid resources 
(Increase)/decrease in deposits held by fund managers 20(c) (174.6) 142.4 
Decrease in term deposits 20(c) WBoi 0.6 
Net cash (outflow)/inflow from management of liquid resources (160.9) 143.0 
(Decrease)/increase in cash for the year 20(c) (9.8) 3.1 
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e Financial Statements 


for the year to 30 September 1998 


|, Accounting policies 


(a) Scope of the financial statements 


The financial statements of the Trust and its subsidiary 
companies (note 19), together comprising the 'Group’, 
include: 


¢ Consolidated Statement of Financial Activities 
¢ Consolidated Balance Sheet 
¢ Consolidated Cash Flow Statement 


Statement of Financial Activities of the Trust 


Balance Sheet of the Trust 


Notes to the Financial Statements 


(b) Historical cost convention 


Except where otherwise stated, these financial 
statements have been prepared using the historical cost 
convention. 


(c) Income 


Income is recognised on an accruals basis. Dividends, 
including any tax recoverable, are credited to income 
from the ex-dividend date when they become 
receivable. 


(d) Grants 


Grants to institutions outside the Group are recognised 
in the year in which the award is formally approved, 
irrespective of the period covered by the grant. 


Grants awarded to Group companies are recognised as 
and when the expenditure to which they relate is 
incurred. This is a change of accounting policy from 
last year. Previously grants to Group companies were 
made and accounted for on the same basis as those to 
other institutions outside the Group. The new policy 
better reflects a change in the basis of funding by the 
Trust of the subsidiary companies concerned and is 
considered by the Board of Governors to give a fairer 
presentation of the Trust's commitments. 
Comparatives have been amended accordingly 

(note 18). 
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Grants receivable are credited to the Statement of 
Financial Activities to match the expenditure to which 
the grant relates. 


(e) Pension costs 


The Trust operates two pension schemes and a further 
scheme is operated by its subsidiary Genome Research 
Limited. Benefits in all schemes are based on final 
pensionable pay. The assets of the schemes are held in 
funds separate from those of the Group and 
administered by their own trustees. Contributions to 
the schemes are charged to the Statement of Financial 
Activities so as to spread the cost of pensions over 
employees’ working lives. The contributions are 
determined by a qualified actuary on the basis of 
triennial valuations (note 9(d)). 


(f) Fund accounting 


In accordance with the powers conferred by the Will 
of Sir Henry Wellcome, the Trustee is empowered to 
determine what monies shall be regarded as capital and 
what as income and, if thought fit, to apply income 
either to meet revenue costs or for any capital 


purposes. 


All income arising from investments is credited to the 
Distribution Fund, which is an unrestricted fund. 
Capital gains and losses, both realised and unrealised, 
are taken to the Capital Fund. Where there arises a 
deficit on the Distribution Fund, the Trustee exercises 
its powers under the Will to transfer sufficient funds 
from the Capital Fund to meet the deficit. Any 
surplus arising on the Distribution Fund is similarly 
transferred to the Capital Fund and invested for use in 


future years. 
(g) Tangible fixed assets 


Land and buildings in use by the Group are included 
in the balance sheet at cost less accumulated 
depreciation. Freehold buildings are depreciated at the 
rate of 2% per annum. The costs of the leasehold 
property are depreciated over the term of the right of 


use. 


Notes to the Financial Statement 


for the year to 30 September 1998 (continued) 


|. Accounting policies (continued) 


Historic assets, comprising substantial collections of 
books and artefacts of scientific and historical interest, 
are not capitalised as, in the view of the Trustee, they 
are inalienable. 


Other assets, which are not considered material, are 
also written off in the year of acquisition. 


(h) Investment properties 


Investment properties are included in the balance sheet 
at open market value. The valuation is generally 
established by reference to professional advisers; 
however, where properties have been acquired close to 
the balance sheet date, the valuation has been made at 
cost, which the Board of Governors considers to be a 
reasonable estimate of market value. 


(i) Quoted investments 


Quoted investments are stated at market value at the 
balance sheet date. Realised and unrealised gains less 
losses are taken to the Capital Fund. 


(j) Financial futures and options 


Financial futures and options are reported and 
accounted for in accordance with the 
recommendations of The London International 
Financial Futures Exchange and The London Traded 
Options Market. The Trust’s investment managers use 
futures, options and contracts for differences within 
strict guidelines set out in their respective fund 
management agreements. These restrict the use of 
derivatives to that of hedge or tactical asset allocation 
instruments. 


(k) Unquoted investments 


Unquoted investments are valued by the Board of 
Governors, based on recommendations from the 
‘Trust's investment advisers. 


(1) Other investment balances 


Cash balances, debtors and creditors arising as part of 
the investment portfolio are classified as other 
investment balances and grouped together as part of 


investment assets on the balance sheet. In previous 
years, these balances were shown as current assets 
under the relevant headings. This revised presentation 
is considered to give a more meaningful analysis, as 
these balances are managed as part of the investment 
portfolio and are integral to it. The treatment is 
consistent with recommended accounting practice for 
pension funds, whose investing activities are similar to 
the Trust’s. In addition, an amount of £225.2 million 
(1997: £80.0 million) representing certificates of 
deposits, has been reclassified from quoted fixed 
interest investments to investment cash balances. An 
analysis of other investment balances is given in note 


13(d). 


(m) Profits and losses on foreign exchange 


Monetary assets and liabilities denominated in foreign 
currencies are translated into pounds sterling at the 
rate ruling at the balance sheet date. Income and 
expenditure items in foreign currencies are translated at 
an average rate for the appropriate period. All profits 
and losses on exchange, realised and unrealised, are 
reflected in the Statement of Financial Activities. 


(n) Compliance 


The accounts have been prepared in accordance with 
applicable accounting standards. In particular they 
comply with the Statement of Recommended Practice 
for Accounting by Charities (SORP) and The 
Charities (Accounts and Reports) Regulations 1995 in 
all material regards. The only exception is that realised 
investment gains, defined in the SORP as the 
difference between the amount at which the 
investment was valued at the beginning of the year and 
sale proceeds, are not shown separately. 


The combined gains arising, realised and unrealised, 
are disclosed in the Statement of Financial Activities, 
with note 13 disclosing the realised gains or losses 
based on historic cost. This departure from the SORP, 
and the Regulations, has been made because the 
analysis proposed would neither assist in the 
understanding of the financial statements, nor in the 
effective management of the Trust's investment 
portfolio; and the extensive additional work that it 
would entail is not therefore justified. 
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2. Dividends and Interest 


Dividends from UK equities 

Dividends from overseas equities 

Interest from UK fixed interest stocks 
Interest from overseas fixed interest stocks 
Income from unquoted investments 
Bank interest 

Other interest 


3. Rental income 


Gross rental income for the year 
Less: property costs and expenses 


Rental income 
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Group and Trust 
1998 1997 
£m £m 
172.8 205.1 
39) 38.8 
20.0 Loe 
3 yall 0.9 
Hell 0.3 
21.8 22), 
0.2 0.9 
258.5 280.9 
Group and Trust 
1998 1997 
£m £m 
293 MS 
(5.6) (4.0) 
239) Dye 
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NOLES tO Ine Elnancial Statemen 


for the year to 30 September 1998 (continued) 


4. Grants 


(a) Grants receivable 


Grants receivable represents grants receivable by the subsidiary GRL from other funders, notably the Medical 


Research Council and the European Union. 


Grants receivable 


(b) Grants committed but not yet paid 


Commitments at 1 October 

Net grants committed during the year 
Grants paid during the year 

Currency movement on US$ 
denominated grant 


Commitments at 30 September 


Of which 
Falling due within one year (note 15) 
Falling due after one year (note 16) 


280.1 
288.9 


569.0 


Group 
1997, 


£m 


528.3 
INS) 
(202.5) 


(3.6) 


544.1 


254.8 
289.3 


544.1 


Group 
1998 1997 
£m £m 
4.8 6.9 

Trust 

1998 1997 
As restated 
£m £m 
544.1 528.3 
230.1 244.9 
(205.2) (2255) 
- (3.6) 
569.0 544.1 
280.1 254.8 
288.9 289.3 
569.0 544.1 


The timing of payments against grants awarded is largely dependent upon the submission of claims from the receiving 


institution. The division of grant liabilities between current liabilities and long-term liabilities is therefore not certain. 
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4, Grants (continued) 


(c) Grants awarded during the year are analysed by the Trustee as follows 


Career support 

Molecular and cell biology 
Neurosciences 

Infection and immunity 

Building grants 

International 

Genetics 

Physiology and pharmacology 
Equipment grants 

History of medicine 

Population studies 

Tropical medicine and infectious diseases 
Cardiovascular 

Veterinary 

Public understanding of science 

Other schemes 

Supplementation of grants following UK national pay awards 


Less: grants awarded in previous years no longer required 
Grants committed during the year for the Trust 
Less: grants to subsidiary companies 


Grants committed during the year for the Group 
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1998 


£m 


ap) 
26.8 
26,7 
23.8 
20.0 
19.4 
17.2 
16.6 


1997 
As restated 
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for the year to 30 September 1998 (continued) 


4, Grants (continued) 


(d) Grants awarded during the year analysed by recipient 


Although grants are generally awarded in support of particular individuals the award is normally made to the host 


institution. Small grants may be awarded directly to individuals for the purpose of travel and for developing the 


public understanding of science. Building and infrastructure grants are awarded to an institution. Grants awarded 


during the year are analysed by recipient institutions as follows 


University of Oxford 

Imperial College of Science, Technology and Medicine 
University of Cambridge 

University College London 
University of Edinburgh 

University of Dundee 

United Medical and Dental Schools of Guy’s and St Thomas & Kings 
The British Museum 

University of Bristol 

University of Glasgow 

University of Manchester 

University of Leicester 

University of Newcastle upon Tyne 
Institute of Psychiatry 

University of Liverpool 

University of St Andrews 

Science Museum 

London School of Hygiene and Tropical Medicine 
University of Leeds 

University of Southampton 
University of Birmingham 

Institute of Ophthalmology 
University of Nottingham 

The British Academy 

University of Bath 

St George's Hospital Medical School 
University of Sheffield 

University of Warwick 

University of London 

Royal Free Hospital Medical School 
Institute of Child Health 

University of East Anglia 

University of Natal 

Institute of Neurology 


Carried forward 


1998 1997 
£m £m 
DVS 29.0 
20.0 5.8 
16.9 IifoM| 
AZ) DAES) 
11.0 Wil 
7.8 Soll 
VS Dell 
5.4 - 
5.4 3D 
5.0 42 
4.1 6.0 
4.1 2.6 
3.8 2.0 
Bee 1.8 
3.4 3.0 
Boll (Teil 
B10 - 
DS) Delf 
Ds) G7, 
Ds) 1.6 
2.4 Bell 
DI 1.8 
1D) ils) 
1.8 - 
1.6 0.7 
1.5 1.8 
33 5) 
1:3 0.9 
1S 0.5 
EZ. 2.4 
1) eff 
oil UD: 
Hell 
ial 1.0 
167.6 154.2 
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4, Grants (continued) 


(d) Grants awarded during the year analysed by recipient (continued) 


1998 1997, 
£m £m 
Balance brought forward 167.6 154.2 
Institute of Cancer Research 1.0 : 
University of Wales, College of Medicine, Cardiff 1.0 1S 
University of Durham 1.0 - 
University of Auckland 0.9 1.1 
London School of Economics & Political Science 0.9 - 
University of Aberdeen 0.7 | 
University of Strathclyde 0.7 
University of York 0.7 0.6 
University of Monash 0.7 - 
Medical Research Council 0.6 - 
Oxford Brookes University 0.6 - 
Queen Mary & Westfield College 0.6 - 
University of Dublin 0.6 - 
University of Stellenbosch 0.5 - 
University of Wales College, Cardiff 0.5 0.1 
University of California 0.5 0.1 
1794 159.3 
Grants to other institutions (including supplementations) 55.0 90.4 
Grants to individuals 0.5 0.3 
234.6 22 
Less: grants awarded in previous years no longer required (4.5) ey 
Grants awarded during the year for the Trust 230.1 244.9 
Less: grants to subsidiary companies (17.8) (23.0) 
Grants awarded during the year for the Group 2123 2219 
Further details of grants awarded are published annually by the Trust and are freely available on request. 
The following Governors had paid appointments with institutions which were in receipt of grants 
Professor Julian Jack University of Oxford 
Professor Sir David Weatherall University of Oxford 
Professor Roy Anderson University of Oxford 
Professor Christopher Edwards Imperial College of Science, Technology and Medicine 
Professor Sir John Gurdon University of Cambridge 
Professor Sir Michael Rutter Institute of Psychiatry 
Professor Martin Bobrow University of Cambridge 
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for the year to 30 September 1998 (continued) 


5. Direct activities 


Direct activities expenditure comprises expenditure, other than grants, incurred on activities undertaken directly by 
the Trust and its subsidiaries in pursuit of their charitable objectives. The activities on which costs have been 
incurred or provided are detailed below. 


Group ‘Trust 

1998 1997 1998 1997 

£m £m £m £m 

The Wellcome Trust Genome Campus WG HII - - 
Wellcome Trust Library Sis) Sill abe) oval 
Tropical Medical Resource 0.7 0.8 0.7 0.8 
Academic Unit 0.6 0.6 0.6 0:6 
Public understanding of science 0.5 0.5 0.5 0.5 
Other direct costs 5) Ro) 15 1.9 
24.5 24.0 6.8 6.9 


The Wellcome Trust Genome Campus comprises the Sanger Centre and conference facilities at Hinxton, 
Cambridgeshire, run by GRL and HHL respectively. 


6, Support costs 


Support costs are those incurred in supporting both direct activities and the awarding and payment of grants, 
including the receipt of applications, peer review and the control of expenditure. 


Group Trust 

1998 1997 1998 1997 

£m £m £m £m 

Employment costs 12.0 8.6 10.7 7.6 

Office expenses 92 6.0 ie 52 

Accommodation costs 5.8 Dez 4.8 4.2 
Depreciation of freehold buildings 

and leasehold improvements 5.2 a2 2.0 2.0 

Professional and consultancy fees iP 1a 12 Lal 

Expenses of advisory committees 0.4 0.3 0.4 0.3 

31.8 24.4 26.6 20.4 


24 The Wellcome Trust Annual Report and Accounts 1998 


7. \Investment costs 


Investment costs are those incurred, both internally and externally, in managing the investment portfolio. 


Group and Trust 
1998 1997 
£m £m 
Investment management costs 17.8 14.6 
Employment costs 0.8 0.6 
Office expenses and accommodation costs 0.4 0.3 
Professional fees 0.2 0.2 
19.2 IS )7/ 


8. Administration costs 


Administration costs are those incurred in connection with the administration and management of the charity, and 


include the costs of the Trustee, the Directorate and Corporate Affairs. 


Group and Trust 


1998 

£m 

‘Trustee company fees and expenses 0.8 
Employment costs 1.0 
Office expenses 0.7 
Professional fees 0.4 
Auditor's remuneration 0.1 
3.0 


1997 
£m 


0.7 
0.6 
0.4 
0.3 
0.1 


Dall 


The total audit fee for the Group for the year was £121,000 (1997: £95,000). 


During 1998 fees amounting to £97,320, in respect of taxation services and other advice were paid to 


PricewaterhouseCoopers in addition to their remuneration above as the auditors of the Group. The previous 
auditors, Binder Hamlyn were paid some £59,900 (1997: £44,000) in respect of payroll administration, taxation 


services and other activities. 
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for the year to 30 September 1998 (continued) 


9. Employee information 


(a) Staff costs Group Trust 
1998 1997 1998 1997 
£m £m £m £m 
Salaries and benefits in kind 17-7 14.2 1133 9.6 
Social security costs 13 1.1 0.9 0.7 
Pension, death and disability benefits 3.8 3.0 2.8 2.0 
22.8 18.3 15.0 12.3 


The above costs include £140,000 (1997: £100,000) paid as compensation for loss of office to three employees in 
the year to 30 September 1998 (1997: two). 


Staff costs are allocated according to the activities of the staff and are therefore included in Direct activities 
(note 5), Support costs (note 6), Investment costs (note 7) and Administration costs (note 8). 


(b) Average number of employees in the year 1998 1997 
The Trust 416 371 
Subsidiaries 334 307 
Total for the Group 750 678 


(c) Emoluments of employees 


The numbers of employees of the Group whose emoluments (salaries and benefits in kind, excluding pension 
contributions and compensation for loss of office) fell within the following bands were 


1998 1997 
£40,001 - £50,000 23 16 
£50,001 - £60,000 8 10 
£60,001 - £70,000 4 4 
£70,001 - £80,000 b) 2 
£80,001 - £90,000 3) 3) 
£90,001 - £100,000 - 1 
£100,001 - £110,000 4 - 
£120,001 - £130,000 - 1 
£130,001 - £140,000 1 - 
£140,001 - £150,000 - 1 
£150,001 - £160,000 1 - 


Included in the figures above is Dr Michael Dexter, who joined the Trust in March 1998 and took up his 
appointment as Director on 27 June 1998. A provisional estimate of benefits in kind of £30,000 has been 
included in arriving at his total emoluments in respect of the provision, by the Trust, of rent free accommodation. 
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9. Employee information (continued) 


(d) Pension schemes 


The Group operates funded final salary pension schemes for its employees, The Wellcome Trust Retirement and 
Death Benefits Plan, The Wellcome Trust Management Pension Scheme and the GRL Pension Scheme. 


The Wellcome Trust Retirement and Death Benefits Plan was assessed by consulting actuaries in June 1998, using the 
projected unit method of valuation. The actuaries reported that as at 1 January 1998 the valuation disclosed an 
actuarial past service surplus of £957,000 which can be run off over the future working lifetimes of existing members. 
On the basis of the actuarial valuation the funding rate should be 19.8% of pensionable pay plus insurance premiums 
for death-in-service benefits. The net assets of the scheme at 1 January 1998 amounted to £17.8 million. The next 
actuarial assessment is due in June 2001. 


An actuarial review of The Wellcome Trust Management Pension Scheme was carried out at 1 January 1996. This 
report confirmed that, using the aggregate method of valuation, the assets available provided for 93% of the current 
value of the liability for future pensions to existing members. As at 31 December 1995 the net assets of the Scheme 
were valued at £3.9 million. The next actuarial assessment is due in January 1999. 


The following assumptions were used in these actuarial reports 


Future investment returns 8.5% per annum 
Future salary increases 7.0% per annum 
Future pension increases 5.5% per annum 
Future dividend growth 4.5% per annum 


Total contributions made to the above schemes during the year were £2.4 million (1997: £1.9 million). 


The pension scheme of GRL was assessed by the actuaries, using the attained age valuation method, in March 1998. 
Present and future pension increases of 4.5%, investment returns of 9.0%, dividend increases of 4.5%, and 
pensionable pay increases of 7.5%, were assumed. Contributions have been paid in accordance with the rate 
recommended by the actuaries of 20% of pensionable salaries plus insurance premiums for death in service benefits. 
The net assets of the scheme as at 4 April 1996 amounted to £1.6 million. The next actuarial valuation will be made 
in April 1999. The contributions made to the GRL scheme during the year were £1.0 million (1997: £1.0 million). 
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for the year to 30 September 1998 (continued) 


10. Remuneration of Governors 


The Governors are the directors of The Wellcome Trust Limited, the Trustee. They receive remuneration from that 
company as follows. No other benefits or pension contributions are paid in respect of the Governors. 


1998 1997 

Additional 

payments 

for prior 
Salaries years Total Total 
Be £ 35 Be 
Sir Roger Gibbs (Chairman) 105,000 27,750 1325/50 49,500 
Professor Julian Jack (Deputy Chairman) 78,750 15,000 93,750 49,500 
Professor Sir David Weatherall Do 250 3,000 56,250 49,500 
Professor Roy Anderson 53,250 3,000 56,250 49,500 
Professor Christopher Edwards 53,250 3,000 56,250 49,500 
Professor Sir John Gurdon 53,290 3,000 56,250 49,500 
Sir David Cooksey 53,250 3,000 56,250 49,500 
Professor Sir Michael Rutter Do) D250 55,500 49,500 
Professor Martin Bobrow Da250) 2,250 55,500 49,500 
Total emoluments 556,500 62,250 618,750 445,500 


The Will of Sir Henry Wellcome as amended by court orders and schemes provides that the Governors, as the 
directors of the Trustee, should each be paid salaries commensurate with the Civil Service Scale for Under 
Secretaries. Following the abolishment of the Scale for Under Secretary in 1996 and a review of the remuneration 
arrangements for each of the Governors, taking full account of their duties and responsibilities and the expertise 
required, representations were made to the Charity Commission for a new formula on which to base the Governors’ 
remuneration. By Orders in January and August 1998 the Commission sanctioned additional payments for the two 
years to 31 March 1998 and the year to 31 March 1999. The figures above reflect the cumulative impact following 
the above Orders for the period ended 30 September 1998. In accordance with the Orders, higher increases have 
been awarded to the Chairman and Deputy Chairman to reflect the extent of their duties and their additional 
workloads that have existed for many years past. 


The Governors were covered by liability insurance in the year to 30 September 1998 at a cost of £15,600 

(1997: £15,375). All costs incurred by The Wellcome Trust Limited are reimbursed by the Trust and are included 
in the Trustee company fees and expenses in Administration costs (note 8). 

Expenses directly incurred were reimbursed to seven (1997: five) Governors during the year amounting to £18,853 
(1997: £9,370) in respect of travel, subsistence and other expenses incurred in the course of their duties. 


||. Taxation 


Each of the Trust, GRL and HHL are registered under the Charities Acts and their income and gains, which are 
applied for charitable purposes, are mainly exempt from direct UK tax. 


The estimated cost of irrecoverable Value Added Tax suffered by the Group in the year was in excess of £5 million. 
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|2. Tangible Fixed Assets 


(a) Group 


Cost as at 1 October 1997 
Additions 

Disposals 

Cost as at 30 September 1998 


Depreciation as at 1 October 1997 
Charge for year 


Depreciation as at 30 September 1998 
Net book value 30 September 1998 


Net book value 30 September 1997 


(b) Trust 


Cost as at 1 October 1997 
Additions 

Disposals 

Cost as at 30 September 1998 


Depreciation as at 1 October 1997 
Charge for year 


Depreciation as at 30 September 1998 
Net book value 30 September 1998 


Net book value 30 September 1997 
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for the year to 30 September 1998 (continued) 


|3. Investments (Group and Trust) 


(a) Quoted investments 


Market Market 
Cost value Sales Gains/ value Cost 
30.9.97 1.10.97 Purchases proceeds (losses) 30.9.98 30.9.98 
£m £m £m £m £m £m £m 
Equities 
Shoei) UI 5,887.0 1,280.6 1,623.2 SDD 5,899.9 3,448.0 
597.4 Europe 776.3 767.5 782.1 10.6 VILE 673.7 
883.4 N America LOSS 1,304.8 iL SIL (59.3) 1,154.4 SOK 
434.9 Japan 393%1 342.4 317.4 (143.0) MSY 410.2 
YDS) Veet ase Dry ail BDI 356.9 (158.1) 115.8 191.8 
99.2 Australasia 7 65.7 oo) (30.4) OBI 103.3 
106.9 Latin America 138.5 64.1 93.8 (61.0) 47.8 VOD 
211.7. Other 241.3 Sa 39.0 (140.2) WES D2IRS 
Fixed Interest 
46.7 UK 555 DIYS) DD) 6.8 343 28.9 
50.4 Overseas 50.0 236.8 207.0 Dep 82.0 80.7 
6,241.8 Total 9,159.0 4,506.7 4,856.2 (216.9) 8,592.6 6,194.6 


Realised gains over cost in the year amounted to £302.3 million (1997: £206.0 million). 


At the balance sheet date, a number of long and short futures positions (futures contracts purchased and sold) were 
held and the underlying asset values (or associated economic exposure) of these contracts have been included or 
deducted, as appropriate, in arriving at the above figures. The market values and original associated economic 
exposure of the underlying assets at the balance sheet date were as follows 


Market value Original exposure 
£m £m £m £m 
1998 1997 1998 1997 
Futures contracts purchased 36.6 12.9 39.6 IPA 
Future contracts sold (87.0) es (85.9) - 


The market value of UK equities include £2,887 million (1997: £2,332 million) in respect of shares in Glaxo 
Wellcome plc. At 30 September 1998 the Trust’s total holding in Glaxo Wellcome amounted to some 4.63% of 
that company’s issued share capital. 
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13. Investments (continued) 


(b) Unquoted investments 


Market Market 
Cost value Sales Gains/ value Cost 
30:9-97, 1.10.97 Purchases proceeds (losses) 30.9.98 30.9.98 
£m £m £m £m £m £m £m 
39.4 UK 31.8 25.0 15.4 16.3 Sia 58.1 
3.0 Europe 3.0 4.6 DSS ial 6.2 Sy 
51.7. N America 50.5 82.5 12.4 16.6 1372 130.8 
35.8 Other 39.1 IB 9 6.9 2.0 WES 56.4 
129.9 Total 124.4 135.8 See 36.0 259.0 251.0 


Unquoted venture capital investments have been valued by the Trustee on the June valuations and advice of 
Cambridge Associates Inc., Boston, Massachusetts, US. Valuations are based on the guidelines of the British 
Venture Capital Association and the US National Venture Capital Association, and are prepared by Cambridge 


Associates on information received from the venture fund managers. 


Net realised gains over cost in the year amounted to £22.5 million (1997: £16.7 million). 


(c) Investment properties £m 
Valuation as at 1 October 1997 645.0 
Purchases in year 67.8 
Sales proceeds (27.6) 
Gains arising on disposal and revaluation 37.0 
Valuation as at 30 September 1998 Teen 
Cost as at 30 September 1998 580.8 
Cost as at 30 September 1997 Sry 


Properties have been valued at open market value in accordance with the Valuation and Appraisal Manual of the 
Royal Institute of Chartered Surveyors, subject to the restrictions detailed below. The valuations were carried out by 
Gerald Eve and CB Hillier Parker. 


Gerald Eve have been instructed to value the Trust’s freehold interests in the South Kensington Estate and the 
Ennismore Gardens Estate at 30 September 1998 and at the end of the previous and following years. They have 
reported their opinion as at 30 September 1998 on a restricted basis as it has not been practical for them to carry 
out inspections of all the properties in the first two years of this three year programme. They have also made a 
special assumption to exclude any value attributable to developments not yet commenced. 


Realised gains over cost in the year amounted to £6.7 million (1997: £2.4 million). 
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for the year to 30 September 1998 (continued) 


13. Investments (continued) 


(d) Other investment balances 


1998 1997 

£m £m 

Investment cash balances 569.8 SY 
Accrued income from investments 56.8 53.4 
Proceeds receivable on disposal of investments 116 49.1 
Other investment debtor balances all 19.4 
Amounts payable on acquisition of investments (73.3) (78.4) 
Deferred income from investments (6.1) (5.8) 
Other investment creditor balances (6.2) (5.6) 
669.7 427.3 


There has been a change in the presentation of cash balances, debtors and creditors arising as part of the investment 
portfolio. The effect is to increase investments by £444.5 million (1997: £347.3 million) and decrease net current 
assets by the same amount. 


14. Debtors 
Group Trust 

1998 IOS iy 1998 1997 
As restated 
£m £m £m £m 
Amounts due from subsidiaries - = il Ball 
Accrued income 0.4 0.4 0.4 0.4 
Other debtors TS iA Sy 8.7 
Prepayments 1.0 1.0 0.4 0.5 
8.7 12.8 7.6 127 
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I5. Creditors falling due within 


Grant commitments (note 4(b)) 


Trade creditors 
Other creditors 


Accruals and deferred income 


one year 


1998 


£m 


280.1 
4.9 
3.0 
0.5 


288.5 


6. Creditors falling due after one year 


Grant commitments (note 4(b)) 


|7. Capital commitments 


1998 


£m 


280.1 
3s) 
i) 
0.2 


285.1 


Trust 
1997 
As restated 
£m 


Group and Trust 


1998 1997 
As restated 

£m £m 
288.9 289.3 


The Trust has entered into commitments to make investments in venture capital undertakings. At the balance 
sheet date, outstanding commitments amounted to some £541 million (1997: £251 million). 


18. Prior year adjustment 


As stated in note 1(d), grants to Group companies are now recognised to match the expenditure to which they 
relate, which is consistent with the way in which they are recognised as receivable in the books of the subsidiary 
companies. Previously, grants to Group companies were provided in full in the period in which they were 
awarded. The 1997 comparative figures have been amended to provide comparable figures under this new policy. 
There is no impact on the consolidated accounts, but the effect on the Trust’s accounts is to increase grants 
committed during the year by £13.6 million (1997: £11.5 million), and to increase the value of the Capital Fund 
at 1 October 1997 by £77.6 million (1 October 1996: £89.2 million). 
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Notes tome Einancial Stat 


for the year to 30 September 1998 (continued) 


19. Subsidiaries 


The following companies are considered to be subsidiaries by virtue of control by the Trust and their assets, liabilities 
and results have therefore been consolidated with those of the Trust, as required by Financial Reporting Standard 2 
and the Statement of Recommended Practice, Accounting by Charities. 


Company Country of 
incorporation Activities 
Genome Research Limited England Medical research, primarily in the field of genetics. 
Hinxton Hall Limited England Provision of conference facilities and site services at The Wellcome 


‘Trust Genome Campus, Hinxton. 


Catalyst BioMedica Limited England Incorporated but did not trade during the year. Company set up to 
protect and exploit intellectual property arising from Trust funded 
research. 


Both GRL and HHL are charities registered under the Charities Acts. Catalyst BioMedica Limited is a non-charitable 
subsidiary. 


20. Consolidated cash flow statement 


1998 1997 
£m £m 
(a) Reconciliation of Statement of Financial Activities to operating cash flows 
Incoming resources 289.0 IDA 
Decrease in accrued income 55 3.4 
Decrease in grants receivable 1.8 LD 
Increase in deferred income 0.3 0.6 
(Increase)/decrease in rent receivable (1.0) 0.2 
Exchange loss (0.3) (0.6) 
Income received 295.3 316.9 
Net grants awarded ANDES 221.9 
Increase in commitments (24.9) (15.8) 
Exchange movements - (3.6) 
Less: grants paid 187.4 202.5 
Other resources expended Tiete: 66.3 
Exchange movement - 3» 
(Decrease)/increase in debtors (0.6) 2.8 
(Increase)/decrease in creditors (0.2) 0.6 
Depreciation (3.3) (3.2) 
Less: other operating costs 74.4 70.0 
Net cash inflow from operating activities 33.5 44.4 
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20. Consolidated cash flow statement (continued) 


(b) Reconciliation of investment sales and purchases 


Sales of quoted investments 

Sales of unquoted investments 

Sales of investment property 

Increase in proceeds receivable on disposal of investments 


Proceeds from sales of investments 
Purchases of quoted investments 
Purchases of unquoted investments 
Purchases of property 


Increase/(decrease) in amounts payable on acquisition of investments 


Purchases of investments 


30 September 


(c) Movement in cash and liquid resources 


1998 

£m 

Cash and deposits held by fund managers 569.8 
Term deposits 46.3 
Liquid resources 616.1 
Cash at bank and in hand 3.4 
Total cash and liquid resources 619.5 
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1998 1997 
£m £m 
4,856.2 3,965.3 
B72. 292 
TYAS 28.7 
(66.5) (29.3) 
4,854.5 3,990.0 
4,506.7 4,034.5 
135.8 76.2 
67.8 74.1 
5,1 (19.3) 
4,715.4 4,165.5 
1 October 

Cashflows 1997 
£m £m 
174.6 39522. 
G3) 60.0 
160.9 455.2 
(9.8) 13.2 
LSet 468.4 


Ww 
Loa) 
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